
  

 
 
 
 
 
 
 
 

Sustainability 
Case Study 

The impact of data on climate change – an investment manager approach 
Part three 

As a Fund we strive to keep updated on the latest risks and opportunities that may impact on our 
responsible investment approach. Through one of our three employers we attended a webinar with guest 
Gerry McGovern to discuss some of the issues raised in his new book, ‘World Wide Waste’, highlighting the 
impact of data on climate change. Concerned by the scale of the negative impact of data we reached 
out to our investment managers and were delighted to hear about the great work Wellington 
Management International LTD (Wellington) is doing. Wellington is one of our long-standing managers 
that we use for credit investment. We were impressed with their response and it is shown here in its 
entirety below. 
 
Digital Impact Engagement  

Introduction 
Migration to the cloud is the process whereby businesses move their IT systems from their own local 
facilities to vast, shared data centres run by third-party providers. Businesses benefit from a more flexible IT 
service that can be provided more affordably thanks to the large scale and greater efficiency of the 
external data centres.  
Despite these efficiency gains, the energy required to power data centres and their dependence on the 
generation mix of the local grid makes them highly emission-intensive. They contribute up to 0.3% of 
global carbon emissions, while the information and communications technology (ICT) sector overall 
accounts for 2% of global emissions1. In China, for example, data centres account for more than 2% of 
annual electricity consumption and the rate of growth in their use is accelerating2.  
 
Engagement with companies 
We are engaging with a group of leading providers of cloud services. For example, we engaged with a 
large multinational technology company which aims to be carbon negative by 2030, seeking to 
understand how it is thinking about reducing the environmental impact of its data centres. The company 
informed us that it is aiming for all its data centres to be powered by renewable sources. Rather than 
relying solely on measures like using solar panels at data centres, which would be of no benefit to the 
wider market, the company is using its resources to help ‘green the grid’, focusing on direct power 
purchase agreements that can benefit other market participants and drive change. The company is also 
investing in battery back-up power generation, as part of its commitment to move away from diesel 
generation entirely by 2030, as well as helping its customers to measure and monitor their own footprint. 
This enables its client businesses to quantify the carbon impact of their cloud workload subscription and 
the estimated carbon savings from running those workloads in comparison to on-premises data centres. 
 
We are also engaging with our more data-intensive portfolio companies to encourage better disclosure 
of less directly attributable emissions, known as ‘Scope 3’ emissions. These include emissions from things 
like the use of the products a company sells, employee commuting and cloud-based IT services. For 
companies that have made the transition away from managing their own data centres, it is important to 
account for the emissions associated with the cloud computing services they use. But at the time of 
writing, less than a fifth of companies within MSCI's flagship global equity index currently disclose one or 
more categories of Scope 3 emissions. We are addressing this shortcoming by encouraging companies to 
improve the quality and scope of emissions disclosure and data providers to assess, test and compare 
the rigour of their estimation models.  
 

 
1 ‘How to stop data centres from gobbling up the world’s electricity’, Nature 2018 
2 ‘Powering the cloud’, Greenpeace East Asia and North China Electric Power University 2019 



  

 
 
 
 
 
 
 
 
Finally, we have engaged with telecommunications companies. The energy footprint of companies in 
this sector is significant and set to increase with digitalisation and they will be fundamental in facilitating 
the transition to a low-carbon economy. The mobile industry body (GSMA) in collaboration with the 
Carbon Trust estimates that in total the use of mobile technology enabled a global reduction in 
greenhouse gas (GHG) emissions equivalent to around two billion tonnes of CO2 in 2019, equal to 
roughly the total annual emissions of Russia and almost ten times the global carbon footprint of the 
mobile industry itself.  
 
These downstream scope 3 emissions are a significant factor for the sector, so it is important that each 
company take accountability for measuring and mitigating these emissions across the value chain. As 
carbon accounting methodologies continue to improve, companies’ capacity to estimate carbon 
avoidance should strengthen, enabling telecoms companies to report the positive impact and energy 
efficiencies of transitioning to fibre and 5G. This will benefit the sector’s legitimacy in claiming funding 
and labels such as green bonds, in turn improving access to and lowering the cost of capital. As 
telecoms firms set out to ‘green’ their networks and take advantage of investor demand for green 
bonds, we will see improved energy efficiencies across the digitalisation value chain.  
 
Our own operations 

At Wellington, over the past several years, we have been shifting our own IT operations to the cloud, 
allowing us flexibility in the services we use, while reducing overall energy requirements and improving 
systems efficiency. The associated carbon footprint would now be categorised as part of our Scope 3 
emissions, which we are in the process of measuring for potential inclusion in our total operational 
footprint, pending a materiality assessment. We look forward to providing further updates on our 
strategy for mitigating our operational footprint in our climate-related financial disclosures report 
update, due to be published in the first half of 2021. 
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